CONDOMINIUM PUBLIC REPORT

Prepared &
Issued by: Developer KEALIA MAKAI HOLDINGS, LLC

132 West Main Street
Address  Aspen, Colorado 81611

Project Name (*): Kealia Kai 1

Address: Lot 1 Kealia Makai Subdivision, Kealia, Kauai, Hawaii

Registration No. 5286 Effective date: November 23, 2005

Expiration date: October 6, 2006

Preparation of this Report:

This report has been prepared by the Developer pursuant to the Condominium Property Act, Chapter 514A, Hawaii
Revised Statutes, as amended. This report is not valid unless the Hawaii Real Estate Commission has issued a
registration number and effective date for the report.

This report has not been prepared or issued by the Real Estate Commission or any other government agency.
Neither the Commission nor any other government agency has judged or approved the merits or value, if any, of the
project or of purchasing an apartment in the project,

Buyers are encouraged to read this report carefully, and to seek professional advice before signing a sales
contract for the purchase of an apartment in the project.

Expiration Date of Reports: Preliminary Public Reports and Final Public Reports autcmatically expire thirteen {13)
months from the effective date unless a Supplementary Public Report is issued or unless the Commission issues an
order, a copy of which is attached to this report, extending the effective date for the report.

Exception: The Real Estate Commission may issue an order, a copy of which shall be attached to this report, that
the final public report for a two apartment condominium project shall have no expiration date.

Type of Report:

PRELIMINARY: The developer may not as yet have created the condominium but has filed with

{yellow) the Real Estate Commission minimal information sufficient for a Preliminary Public
Report. A Final Public Report will be issued by the developer when complete
information is filed.

FINAL: The developer has legally created a condominium and has filed complete
(white) information with the Commission.

[1 No prior reports have been issued.

[] This report supersedes all prior public reports.

[ 1] This report must be read together with

SECOND
X SUPPLEMENTARY: This report updates information contained in the:
(pink) [1] Preliminary Public Report dated:
[1] Final Public Report dated:
IX] Supplementary Public Report dated: September 6, 2005 (effective date)
And

[1] Supersedes all prior public reports.
X Must be read together with  Supplementary Public Report dated
September 6, 2005

[ 1  This report reactivates the

public report(s) which expired on

(") Exactly as named in the Declaration
This material can be made avaifable for individuals with special needs. Please call the Senior Condominium

Specialist at 586-2643 fo submit your request. FORM: RECO-30 286/986/180/1 190/892/0197/1008/0800/0203/0104
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Disclosure Abstract: Separate Disclosure Abstract on this condominium project:

[] Required and attached to this report X Not Required - Disclosures covered in this report.

Summary of Changes from Earlier Public Reports:

This summary contains a general description of the changes, if any, made by the developer since the last public
report was issued. It is not necessarily all inclusive. Prospective buyers should compare this public report with the
earlier reports if they wish to know the specific changes that have been made.

[1] No prior reports have been issued by the developer.

X1 Changes made are as follows:

1. Section E on page 15 was amended to indicate that there are no blanket liens affecting the title to the
individual apartments;

2. Section C on page 17 was amended to indicate that there are no utility fees included in the maintenance
fees;

3. Section 4 of Exhibit “B” was amended to indicate that the right to construct a guest house is reserved to
the owner of Unit 1-B;

4. Exhibit “C" was amended to provide that Pedestrian Trails P-1 and P-2 are common elements; and

5. Exhibit “F” was amended to reduce the estimated monthly maintenance fees from $458.50 to $78.00.
SPECIAL ATTENTION

This is a CONDOMINIUM PROJECT, not a subdivision. There are County restrictions on the number of residential
dwelling units, or other structures, which may be built on the property. Therefore, unless the Purchaser is buying an
existing residentia! dwelling, THERE IS NO ASSURANCE THAT THE PURCHASER WILL BE ABLE TQO BUILD A
RESIDENTIAL DWELLING UNIT ON THE PROPERTY, THERE IS ALSO NO ASSURANCE THAT THE
PURCHASER WILL BE ABLE TO CONVERT AN EXISTING NON-RESIDENTIAL STRUCTURE TO A RESIDENTIAL
USE. The Purchaser should consult with the appropriate County agencies to determine whether the Purchaser may
build a residential dwelling unit, or any other type of structure, on the property.

1. There are presently NO RESIDENTIAL STRUCTURES ON THE PROPERTY. The only buildings on the
property are agricultural shade sheds, each of which may be defined as an "apartment” under the
condominium property act.

2. This public report does not constitute an approval of the project by the Real Estate Commission or any other
governmental agency, nor does it warrant that all applicable County codes, ordinances, and subdivision
requirements have necessarily been complied with.

3. The land area beneath and immediately appurtenant to each unit is designated a LIMITED COMMON
ELEMENT and is not a legally subdivided lot. The dotted lines on the Condominium Map bounding the
designated number of square feet in each limited common element land area are for illustrative purposes only
and should not be construed to be the property lines of legally subdivided lots.

4. Facilities and improvements normally associated with County-approved subdivisions, such as fire protection
devices, County street lighting, electricity, upgraded water facilities, improved access for owners and
emergency traffic, drainage facilities, etc., may not be provided, and services such as County street
maintenance and trash collection may not be available for interior roads and driveways.

THE PROSPECTIVE PURCHASER IS CAUTIONED TO CAREFULLY REVIEW THE CONDOMINIUM DOCUMENTS
REFERENCED IN THIS PUBLIC REPORT FOR FURTHER INFORMATION WITH REGARD TO THE FOREGOING.
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Blanket Liens:

A blanket lien is an encumbrance (such as a mortgage) on the entire condominium project that secures
some type of monetary debt (such as a loan) or other obligation. A blanket lien Is usually refeased on an
apartment-by-apariment basis upon payment of specified sums so that individual apartments can be
conveyed to buyers free and clear of the lien.

[X] There are no blanket liens affecting title to the individual apartiments.

[ 1 There are blanket liens which may affect title to the individual apartments.

Blanket liens (except for improvement district or utility assessments) must be released before the
developer conveys the apartment to a buyer, The buyer's interest will be affected if the developer
defaults and the fien is foreclosed prior to conveying the apartment to buyer,

Effect on Buyer's Interest and Deposit if Developer Defaults

Type of Lien or Lien is Foreclosed Prior to Conveyance

First Mortgage Buyer's interest would be terminated if lien is foreclosed. In such case,
however, developer would be required to return Buyer's deposit with
interest.

Second Mortgage . Buyer's interest would be terminated if lien is foreclosed. In such case,
however, developer would be required to return Buyer's deposit with
Interest,

Each condominium apartment will be released from the lien the First Mortgage and Second Mortgage at or
prior to closing.

Construction Warranties:

Warranties for individual apartments and the common efements, including the beginning and ending dates
for each warranty, are as follows:

1. Building and Other Improvements:

None: Units are sold "as is".

2. Applianées:
NIA
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. CONDOMINIUM MANAGEMENT

Management of the Common Elements: The Assaociation of Apartment Owners is responsible for the
management of the common elements and the overall operation of the condominium project. The
Association may be permitted, and in some cases may be required, fo employ or retain a condominium
managing agent to assist the Association in managing the condominium project.

Initial Condominium Managing Agent: When the developer or the developer's affiliate is the initial
condominium managing agent, the management contract must have a term of one year or less and the
parties must be able to terminate the contract on notice of 60 days or less.

The initial condominium managing agent for this project, named on page five (5) of this report, is:

[ 1 not affiliated with the Developer [ 1 the Developer or Developer's affiliate
[X] self-managed by the Association of Apartment Owners [ ] Other:

Estimate of [nitial Maintenance Fees:

The Association will make assessments against your apartment to provide funds for the operation and
maintenance of the condominium project. If you are delinquent in paying the assessments, a lien may be
placed on your apartment and the apartment may be sold through a foreclosure proceeding.

Initial maintenance fees are difficult to estimate and tend to increase as the condominium ages.
Maintenance fees may vary depending on the services provided.

Exhibit _ "F" contains a schedule of estimated initial maintenance fees and maintenance fee
disbursements (subject to change}.

Utility Charges for Apartments:

Each apartment will be billed separately for utilities except for the following checked utilities which are
included in the maintenance fees:

[X] None [ ] Electricity (___ Common Elementsonly __ Common Elements & Apartments)
[ ] Gas {___ Common Elements only ____Common Elements & Apartments)

[ 1 Water [ ] Sewer [ ] Television Cable

[ 1 Other
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2. Rights Under the Sales Contract: Before signing the sales contract, prospective buyers should ask
to see and carefully review all documents relating to the project. If these documents are not in final
form, the buyer should ask to see the most recent draft. These include but are not limited to the:

A) Condominium Public Reports issued by the developer which have been issued an effective
Date by the Hawaii Real Estate Commission.

B) Declaration of Condominium Property Regime, as amended.

C) Bylaws of the Association of Apartment Owners, as amended.

D) House Rules, if any.

E) Condominium Map, as amended.

F) Escrow Agreement.

G) Hawaii's Condominium Property Act (Chapter 514A, HRS, as amended) and Hawaii
Administrative Rules, (Chapter 16-107, adopted by the Real Estate Commission, as

amended).
H) Other: Declaration of Covenants, Conditions and Restrictions for Kealia Makai, as amended,

Public Offering Statement — Kealia Kai Subdivision; Bylaws of Kealia Kai Owners Association;

Kealia Kai Landscape Master Plan; Kealia Kai Design Criteria and Standards.

Copies of the condominium and sales documents and amendments made by the developer are available for review
through the developer or through the developer's sales agent, if any. The Condominium Property Regime law
(Chapter 514A, HRS) and the Administrative Rules (Chapter 107) are available online. Please refer to the following
sites:

Website to access official copy of laws: www.capitol.hawaii.gov
Website to access unofficial copy of laws: www.hawaii.gov/decalhrs
Website to access rules: www . hawaii.qov/dcca/har

This Public Report is a part of Registration No.__ 5286 filed with the Real Estate Commission
on January 23, 2004

Reproduction of Report. When reproduced, this report must be on:

{ 1 YELLOW paper stock [ 1 WHITE paper stock IX] PINK paper stock
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D. The developer declares subject {o the penalties set forth in section 514A-49(b) that this project is in
compliance with all county zoning and building ordinances and codes, and all other county permitting
requirements applicable to the project, pursuant to Act 251 (SLH 2000) [Section 514A-1.6] (The developer is
required to make this declaration for issuance of an effective date for a final public report.)

E. The developer hereby certifies that all the information contained in this Report and the Exhibits attached to
this Report and all documents to be furnished by the developer to buyers concerning the project have been
reviewed by the developer and are, to the best of the developer's knowledge, information and belief, true,

correct and complete.

KEALIA MAKA] HOLDINGS, LLC
Printed Name of Developer

By: WHAWAII HOLDINGS, LLC

«

By: "\ NOV 1 8 2005
uly Afithorized Signatory* Date

Thomas D. McCloskey, Jr., Manager
Printed Name & Title of Person Signing Above

Distribution:

Depariment of Finance, County of Kauai

Planning Department, County of Kaual

*Must be signed for a: corporation by an officer; partnership or Limited Liability Partnership (LLP) by the
general partner; Limited Liability Company (LLC) by the manager or member; and for an individual by the

individual.
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EXHIBIT "B"
ALTERATION OF PROJECT

1. Provided that the unit owner satisfies the applicable terms and conditions of the Project
Documents and obtains all of the necessary governmental permits, each unit owner has the right at his
sole option at any time and from time to time, without the consent and/or approval of the owner of any
other unit or any other persons or entity, to improve, renovate, remodel, make additions to, enlarge,
remove, replace, aiter or restore the improvements to or in his unit or portions thereof or upon or within
the yard areas or other limited common elements or easements appurtenant to his unit (collectively, the
foregoing are referred to as “alterations”).

2, In certain cases, H.R.S. Chapter 205 may require that the Condominium Houses located
within the Project qualify and be used as Farm Dwellings. If one or more of the Condominium Houses
within the Project must qualify as a Farm Dwelling, then the affected unit owner will be required to enter
into an agreement with the County of Kaual certifying that the Farm Dweliing will be used in connection
with a farm or where agricultural activity provides income to the family occupying the Farm Dwelling. In
addition, the Planning Department of the County of Kauai may not allow any Farm Dwelling to be
constructed after the first Farm Dwelling within the Project unless the Planning Department inspects the
Project to confirm whether agricultural activities are being conducted on the Project in accordance with
H.R.8. Chapter 205. Each unit owner in the Project, therefore, shall bear an equal burden proportionate
to the unit owner's respective appurtenant interest in the common area, for the cost of maintaining
agricultural activities on the Project that are satisfactory to the Planning Department of the County of
Kauai and that will allow the issuance of a Farm Dwelling Agreement and corresponding building permit
to all of the units within the Project. Any assessment that may be necessary to maintain agricultural
activities pursuant to this paragraph may be imposed upon each unit in accordance with the Bylaws as a
common expense of the association in connection with the operation of the Project.

3. Any alteration of the plans of a unit are subject to the following conditions:

(a) All such alterations shall conform with all applicable governmental regulations,
laws and ordinances.

{b) Such alterations may decrease or increase the size of the affected unit, provided
that no alteration shall extend or place the unit outside of the limits of the yard area appurtenant to such
unit.

(c) All such alterations shall be at the sole expense of the unit owner making the
change and shall be made within one (1) year of the commencement thereof and in a manner that will not
unreasonably interfere with the other unit owner's use of his unit or yard area.

(d) The owner of the altered unit shall have the right to utilize, relocate, realign
and/or develop additional, central and appurtenant installations for services to the unit affected by such
alteration for elecfricity, sewer and other utilities and services. Provided, however, that no such work shall
cause any unreasonable interruption in the service of such utilities to any other part of the Project, nor
shall it unreasonably interfere with any other unit owner's use or enjoyment of his unit or yard area.

4, Under current laws, the Project is entitied to construct one (1) Guest House. The right to
construct said Guest House is reserved to the owner of Unit 1-B. Said right may be assigned by the
owner of Unit 1-B to any other unit owner within the Project at any time: All provisions of the
Comprehensive Zoning Ordinance and any other laws, ordinances or regulations which are applicable
-shall be observed by the unit owner to which the right to build a Guest House applies. The unit owner
shall also consult with the appropriate County and/or State agencies regarding all applicable laws or
regulations prior to construction.
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5. All construction in the Project must be consistent with specific guidelines provided in, and
approved by a Design Review Committee established under, the Master Declaration. See Exhibit K for a
summary of the Master Declaration,

End of EXHIBIT "B
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EXHIBIT "C"
COMMON ELEMENTS

The common elements of the project shall specifically include, but are not limited to, the following:
1. The land described in Exhibit "A" attached to the Declaration in fee simple.

2. All central and appurtenant installations for common services,

including power, light,
water, telephone and sewer.

3. Pedestrian trails P-1 and P-2 more particularly described on Exhibit "B-1" attached to the
Declaration.

4, Any and all apparatus and installations of common use and all other parts of the project
necessary or convenient to its existence, maintenance and safety, or normally in common use.

End of EXHIBIT "C"
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EXHIBIT ""E"

ESTIMATE OF INITIAL MAINTENANCE FEES
AND
ESTIMATE OF MAINTENANCE FEE DISBURSEMENTS
KEALIA KAILOT 1 CPR

Estimate of Initial Maintenance Fees:

Apartment Monthly Fee x 12 months = Yearly Total
Unit 1-A $78 x12= $936
Unit 1-B $78 x12= $936

The Real Estate Commission has not reviewed the estimates of maintenance fee assessments and disbursements for
their accuracy or sufficiency.
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Estimate of Maintenance Fee Disbursements:
Monthly x 12 months = Yearly Total

Utilities and Services

Air Conditioning
Electricity
[ ] common elements only
[ ] common elements and apartments
Elevator
Gas
[ ]common elements only
[ ]common elements and apartments
Refuse Collection
Telephone
Water and Sewer

Maintenance, Repairs and Supplies

Building
Grounds (Commeon Area Maintenance) $60 x12= $720

Management
Management Fee and Accounting Fee $54 x12= $648
Legal $18 x12= $216
Payroll and Payroll Taxes
Office Expenses
Insurance $24 x12= $238
Reserves(*)
Taxes and Government Assessments
Audit Fees
Other
TOTAL 3156 x12= $1,872
KEALIA MAKAI HOLDINGS, LLC, the developer for the Kealia Kai 1 project, hereby certify that the above
estimates of initial maintenance fee assessments and maintenance fee disbursements were prepared in accordance

with generally accepted accounting principles.

KEALIA MAKAI HOLDINGS, LLC,
a Delaware limited liability company

By CORNERSTONE HAWAII HOLDINGS, LLC,
a Colorado limited liability company
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{*) Mandatory reserves assessment and collection in effect beginning 1994 budget year. The Developer is to attach
to this exhibit an explanation whether, in arriving at the figure for "Reserves", the Developer has conducted a
reserve study in accordance with §514A-83.6, HRS, and the replacement reserve rules, Subchapter 6, Title 16,
Chapter 107, Hawaii Administrative Rules, as amended.

Pursuant to §514A-83.6, HRS, a new association created after January 1, 1993, need not collect estimated
replacement reserves until the fiscal year which begins afier the association’s first annual meeting.

End of EXHIBIT "F"

NOTE: Developer discloses that Developer has not conducted a reserve study in
accordance with §514A-83.6, HRS, and the replacement reserve rules.
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